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UNI TED STATES DI STRI CT COURT
FOR THE CENTRAL DI STRI CT OF CALI FORNI A

UNI TED STATES OF AMERI CA, ) CR No. 03-
Plaintiff, IL NEORMATIL ON
V. [15 U.S.C. 88 78m(a), 78ff and
17 C. F. R 88 240. 12b- 20,
Rl CHARD MARKS, 240. 13a-1: False Statenents in
a Report Filed with the SEC,
Def endant . 18 U S.C. 8 2(b): Causing an
Act to be Done]
The United States Attorney charges:
COUNT ONE
[15 U.S.C. 88 78m(a), 78ff; 17 C F.R 88 240.12b-20, 240. 13a-1;
18 U.S.C. 8§ 2(b)]
[ Fal se Statenent in a Report Filed with the SEC
| nt roducti on
1. At all tinmes relevant to this Information:
a. Mot orcar Parts & Accessories, Inc. ("MPA') was a
remanuf acturer of autonotive alternators and starters. MPA was a

corporation with headquarters in Torrance, California.
b. Def endant RI CHARD MARKS (" MARKS') was Presi dent
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and Chief Qperating Oficer of MPA from 1987 until 1999.

C. Ri chard A. Eisner & Conpany, LLP ("Eisner") was an
accounting firmwhich was retained by MPA as its independent
public accountant to audit MPA's annual financial statenents.

Ei sner served as MPA's accountant and audited MPA's annual
financial statenments as of and for each of the fiscal years ended
March 31, 1992 through 1998. On March 1, 2000, MPA di sm ssed

Ei sner as its independent accountant.

Requi red Record Keeping, Internal Controls,

and Fi nanci al Di scl osures

2. I n Novenber 1994, MPA made an initial public offering
of its stock. MPA's common stock was registered with the United
States Securities and Exchange Comm ssion ("SEC') and was
publicly traded on the National Association of Securities Deal ers
Aut omat ed Quot ation (“NASDAQ ) system which subjected MPA to
certain reporting requirenents inposed under federal |aw.

3. In order to sell securities to nenbers of the public
and to maintain public trading of its securities, MPA was
required to conply with SEC regul ati ons designed to ensure that
t he conpany’s financial information was accurately recorded and
di scl osed to the investing public.

4. Under these SEC regul ations, MPA had a duty to, anong
other things, file with the SEC annual financial statenents,
prepared according to rules and regul ati ons prescri bed by the SEC
and audited by an independent public accountant, that accurately
presented MPA's financial condition and results of its business
operations in accordance with generally accepted accounting

principles (al so known as “GAAP").
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Overvi ew of the Fraudul ent Schene

5. Def endant MARKS directed MPA enpl oyees to engage in
fraudul ent accounting practices and to falsify MPA's books and
records, thereby causing false and m sl eading statenents to be
made to the investing public about MPA's sal es, net sales,
accounts receivable, inventory, assets, cost of goods sold, total
oper ati ng expenses, incone before incone taxes, financial
condi tion, and accounting practices.

Hol di ng Peri ods Open

6. Under GAAP, a conpany’s sal es revenues and incone are
recorded and reported for specific reporting periods, e.q., for a
quarter or a year. Under GAAP, the rules and regul ations of the
SEC, and MPA"s own publicly stated accounting policies, MPA could
report revenues fromthe sale of nerchandise in a particular
reporting period only when the nerchandi se was shipped to the
custoner in that period.

7. MPA' s financial statenents were publicly reported four
tinmes a year, that is quarterly, based on a fiscal year that
began April 1st and ended March 31st. Defendant MARKS and ot hers
carried out a scheme to defraud that involved falsely inflating
MPA's net inconme for the fiscal year ended March 31, 1997 by
fal sely reporting $2,425,000 of sales that in fact were shipped
after the fiscal year ended. This practice is sonetines known as
| eaving a period “open.” In addition, defendant MARKS covered up
the fal se mani pul ation of MPA's financial results through false
statenments and the creation of fraudul ent docunents.

8. Def endant MARKS t hereby fraudul ently caused the anount

of MPA's net sales to be materially overstated, and thus, MPA s
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i ncone before incone taxes to be materially overstated in MPA' s
financial statenments for the fiscal year ended March 31, 1997

9. On or about June 30, 1997, in Los Angel es County,
within the Central D strict of California, and el sewhere,
def endant MARKS knowi ngly and willfully caused to be nade
materially false and m sl eadi ng statenents, and caused to be
omtted material facts necessary to nmake the statenents nmade, in
light of the circunstances under which the statenments were nmade,
not m sleading, in a report and docunent that was required to be
filed with the SEC, nanely, a Form 10-K for the fiscal year ended
March 31, 1997. Specifically, the Form 10-K

(a) falsely reported:

i t hat MPA had sal es of $97,677,000 for the year
ended March 31, 1997,

ii. that MPA had net sal es of $86,872,000 for the year
ended March 31, 1997,

iii. that MPA had operating inconme of $10, 153, 000 for
t he year ended March 31, 1997,

iv. that MPA had incone before incone taxes of
$9, 063,000 for the year ended March 31, 1997,

V. t hat MPA recogni zed sal es when products were
shi pped;

(b) failed to disclose that MPA's reported financi al
performance and condition were overstated because of
the fraudul ent practices descri bed above; and

(c) failed to disclose that MPA's financial statenents had

not been prepared in accordance wth GAAP.
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COUNT TWO
[15 U.S.C. §§ 78m(a), 78ff; 17 C.F.R §§ 240.12b-20, 240.13a-1;
18 U.S.C. § 2(b)]
[ Fal se Statenent in a Report Filed with the SEC
10. The United States Attorney repeats and reall eges
paragraphs 1 through 5 of this Information as if fully set forth
her ei n.

Overstatenment of | nventory

11. In connection with the audit at fiscal year end for
1998, Eisner auditors arrived at MPA on approximately April 7,
1998 to conduct test counts of MPA's inventory. By the close of
busi ness on April 7, 1998, Eisner auditors had finished their
test counts of finished goods in MPA s warehouse | ocated on
California Street (“the California Street warehouse”) but had not
conducted their test counts of work-in-process inventory in MPA's
ot her warehouse, |ocated on Maricopa Street (“the Maricopa Street
war ehouse”) .

12. After Eisner auditors left MPA for the day on April 7,
1998, defendant MARKS caused MPA personnel to nove truckl oads of
goods that had al ready been counted and included in inventory at
the California Street warehouse to the Maricopa Street warehouse
so that it would be included a second tinme in the test counts of
the Ei sner auditors.

13. Wien the Eisner auditors arrived at MPA on April 8,
1998, the transferred inventory was counted and included in
inventory a second tinme at the Maricopa Street warehouse.

14. By causing the transferred inventory to be doubl e-

count ed, unbeknownst to the Ei sner auditors, defendant MARKS

5




© 00 N o o B~ W N R

N NN N RN NN NN R P R R R R R R R
0o N o o0 M WOWN R O O 0O No o~ OWDN -+ O

fraudul ently caused the amount of MPA's inventory to be
materially overstated, and thus, MPA' s incone before inconme taxes
to be materially overstated in MPA's financial statenents for the
fiscal year ended March 31, 1998.
15. On or about June 29, 1998, in Los Angel es County,
within the Central D strict of California, and el sewhere,
def endant MARKS knowi ngly and willfully caused to be nade
materially false and m sl eadi ng statenents, and caused to be
omtted material facts necessary to nmake the statenents nade, in
light of the circunstances under which the statements were made,
not m sleading, in a report and docunent that was required to be
filed with the SEC, nanely, a Form 10-K for the fiscal year ended
March 31, 1998. Specifically, the Form 10-K
(a) falsely reported:
i that MPA's inventory as of March 31, 1998 was
$54, 736, 000,
ii. that MPA's total current assets as of March 31,
1998 was $89, 297, 000,
iii. that MPA's cost of goods sold was $91, 317,000 for
t he year ended March 31, 1998,
iv. that MPA's total operating expenses were
$100, 581, 000 for the year ended March 31, 1998,
V. t hat MPA had operating i ncone of $12,371, 000 for
t he year ended March 31, 1998, and
vi. that MPA had incone before incone taxes of
$10, 794,000 for the year ended March 31, 1998,
(b) failed to disclose that MPA's reported financi al

performance and condition were overstated because of
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(c)

the fraudul ent practices described above;

and

failed to disclose that MPA's financial statenents had

not been prepared in accordance wth GAAP.

DEBRA W YANG
United States Attorney

STEVEN D. CLYMER

Speci al Assistant United States Attorney

ief, Crimnal Division

ELAI NE LU

Assi stant United States Attorney

Maj or Frauds Section




